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SUBJECT: ARAB MONETARY FUND 
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1 . ON MARCH 30, AMBASSADOR CONVEYED TO ARAB MONETARY FUND DECISION 
OF IRS TO DENY FUND EXEMPTION FROM U.S. INCOME 

TAXES UNDER SECTION 892 OF CODE, BECAUSE AMF IS NOT CONSIDERED TO 
BE AN INTERNATIONAL ORGANIZATION SINCE US NOT A MEMBER AND BECAUSE 
AMF DOES NOT HAVE SUFFICIENT BROAD SUPRA NATIONAL POWERS. AMF 
HAS SINCE BEEN TOLD BY LEGAL FIRM IT EMPLOYED (BRYNE, JACKSON, MILLER 

SUMMIT AND JACOBY OF NEW YORK) THAT IRS HAS INFORMED FIRM OF ITS 
CONCLUSION THAT AMF DOES NOT HAVE SUFFICIENTLY SUBSTANTIAL 
AND BROAD POWERS TO QUALIFY FOR AN EXEMPTION. 

2. MANAGING DIRECTOR JAWAD HASHIM WILL INFORM ARAB FINANCE MINISTERS 
OR CENTRAL BANK OFFICIALS WHO MAKE UP AMF BOARD OF GOVERNORS OF IRS 
DECISION. HE PLANS TO DO SO ON AN INFORMAL BASIS WHEN MEETS IN ABU 
DHABI ONAPRIL 25. HOWEVER, HASHIM WOULD STILL LIKE TO APPEAL THIS 
DECISION WITH U.S. TREASURY AND STATE DEPT OFFICIALS BECAUSE 

(A) IT HAS IMPORTANT IMPLICATIONS FOR THE AMF'S FUTURE 
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OPERATIONS AND (B) HE WANTS TO AVOID HAVING THE ISSUE 
RAISED INDEPENDENTLY WITH U.S. OFFICIALS BY DIFFERENT ARAB 
FINANCE MINISTERS. CONSEQUENTLY, HASHIM HAS ASKED IF 
IT WOULD BE POSSSIBLE FOR HIM TO MEET WITH TREASURY SECRETARY 
BLUMENTHAL SOME TIME BETWEEN JUNE 2 AND 8 IN WASHINGTON, 

D.C. IF A MEETING CAN BE ARRANGED WITH SECRETARY BLUMENTHAL, 

HASHIM WOULD ALSO LIKE TO CALL ON UNDER SECRETARY OF STATE FOR 
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ECONOMIC AFFAIRS COOPER OR ALTERNATIVELY E/B ASSISTANT 
SECRETARY KATZ. HASHIM HAS INDICATED THAT HE WOULD PLAN TO 
REVIEW WITH SECRETARY BLUMENTHAL THE AMF'S LENDING POLICY. 
RECENTLY APPROVED BY ITS BOARD OF DIRECTORS AND WHICH HE 
EXPECTS WILL BE APPROVED BY AMF BOARD OF GOVERNORS. HE 
FEELS THIS POLICY WILL DEMONSTRATE PALPABLY THAT AMF HAS 
SUPRA NATIONAL POWERS AND THEREFORE DESERVES 
EXEMPTION UNDER SECTION 892. 

3. COMMENT: THE AMF IS AN INSTITUTION WHICH WILL GROW IN IMPORTANCE 

AND SOPHISTICATION AS IT DEVELOPS (IT EXPECTS TO CALL IN ALL OF ITS 

$900 MILLION CAPITAL BY 1980). WE FEEL THAT IT IS WORTHY OF 

MORE THAN JUST PASSING ATTENTION FROM SENIOR 

U.S. FINANCIAL DECISION-MAKERS. FUND HAS ALREADY ASSEMBLED 

A VERY BRIGHT YOUNG GROUP OF ARAB ECONOMISTS IN ITS BOARD 

OF DIRECTORS (BOOSTING THE ECONOMIC SOPHISTICATION OF ABU 

DHABI BY 1000 PERCENT). SEVERAL OF THESE ALSO SERVE IN 

ADDITIONAL CAPACITIES, FOR EXAMPLE AS REPRESENTATIVES ON 

THE OPEC FUND. SINCE I BELIEVE WE HAVE A REAL INTEREST IN 

AND POTENTIAL OPPORTUNITIES FOR DEVELOPING A GOOD WORKING 

RELATIONSHIP WITH AMF, I HOPE THAT IT WILL BE 

POSSIBLE FOR MANAGING DIRECTOR HASHIM AT LEAST TO MEET 

WITH SECRETARY BLUMENTHAL. EVEN IF IRS DECISION MUST 

STAND FOR LEGAL REASONS (ALTHOUGH FROM OUR VANTAGE POINT WE 

FEEL DECISION IS A MISTAKE FOR ECONOMIC AND POLITICAL REASONS), 

I CONDISIDER IT WOULD BE BETTER FOR OUR FUTURE RELATIONS WITH 
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AMF AND WITH ITS CONSTITUENT GOVERNMENTS IF 

HASHIM COULD AT LEAST SAY THAT HE HAD OPPORTUNITY TO PRESENT 

HIS CASE TO HIGHEST AUTHORITIES IN U.S. 

DICKMAN 
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